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REPORT AND RECOMMENDATIONS ON REGULATING THE 
SALE OF COMMERCIAL LIFE INSURANCE ON MILITARY 


RESERVATIONS 


(Hearings held Ju'y 28 and 29, 1955) 


Following our report of June 2, 1955, in which we took cognizance 
of the inordinate rate of lapsation and forfeitures on commercial life- 
insurance policies, within the European theater of the United States 
Army, and of the use of class E allotments in payment therefor, the 
subcommittee has sought consultation with representatives of the life- 
insurance industry as a whole, within the areas in which the subcom- 
mittee deemed action necessary. 

We submitted the testimony adduced and data assembled before 
this subcommittee (and its predecessor subcommittee in the 83d Cong.) 
to representatives of life-insurance agents and associations, and to 
everyone manifesting any interest therein. We requested the benefit 
of their experience and opinions within the following areas: 

1. Whether the use of the class E allotment had been abused 
and whether corrective measures or curtailment of this privilege 
was indicated in whole or in part; 

2. The requirements for qualification of agents and companies 
soliciting on military reservations; and minimum standards for 
agents or companies as a prerequisite to licensing; and 

3. Whether or not, by contract, insurance companies should 
consent to venue in the place of residence of the serviceman 
insured. 

Within these areas, the discussion divided between a consideration 
of problems— 

(a) Within the continental limits of the United States; and 

(6) At overseas installations. 

All but a small number of companies presented their views, either 
by association or individual appearance. ‘That testimony is printed 
for information, as part of this report. 


ABUSES IN EUROPE 
The overwhelming majority of those appearing were of the opinion 
that abuses existed in the European Command and (with a few notable 
silences) all tacitly agreed that commercial life insurance had been 
given a black eye by the conduct of that business in Europe. None de- 
fended the operations which our predecessor subcommittee denounced, 


REGULATIONS 


__ The question of immediate concern to this subcommittee is whether 
the Department of Defense directives in the three service departments 
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require either change or strengthening. This subcommittee has made 
it abundantly clear that unless its recommendations are followed it 
will propose legislation to take the place of directives. This is serious 
business for the Military Establishment and it is serious business for 
the Congress. By a simple stroke of the pen there would be no prob- 
lem whatsoever. The sale of commercial life insurance could be elim- 
inated on military reservations. The Department of Defense has not 
chosen to do so. 

We, therefore, deal with a privilege; and, because it is a privilege, 
the United States has a heavy responsibility to protect and safeguard 
members of the Military Establishment. 

Insurance agent and company, bearing a license from the military 
authorities, carry with them implied, if not expressed, assurance that 
agent is qualified, that company is qualified, and that each has merited 
the approval of the Department of Defense. It is a certification of 
status and of the credibility of the possessor. Therefore, the highest 
degree of personal and direct responsibility must be affirmatively ex- 
acted and maintained, 

It is not enough to argue that regulations are adequate, and it is not 
enough to point to acres of fine print which delineate and define the 
relationship between company, agent, and the Government, by reason 
of which these licenses have been issued. The serviceman, when 
solicited, does not have the benefit of this fine print before him. He 
relies upon the signature on the card, which identifies company and 
agent. With the niceties of carefully defined responsibility, he is 
little concerned. Indeed, it is altogether possible that a reading of the 
regulations would afford little information to him. Many people, 
technically trained, differ on their interpretation. How then can it be 
expected that a serviceman, preoccupied with other duties, exercise 
such a high degree of discernment? 


DUTY OF LIFE-INSURANCE COMPANIES TOWARD THEIR AGENTS 


One outstanding observation emerges from our study of this ques- 
tion: Life-insurance companies have been too readily exculpated and 
too successful in divorcing themselves from misconduct of their agents. 
The punishment of agents for violations of the regulations has been 
heavy, while that of companies light by comparison. 

But the first principle of agency is that the choice of the agent is of 
the company. Once the agent is accepted by the company, he is 
cloaked with the full legal and moral responsibility of his company. 


His actions are the company’s actions, otherwise he is not an agent. If 


companies choose to act by agents, they must accept full and prime 
responsibility for ‘the actions of their agents and to those who have 
fallen prey to any misconduct. In examining the punishment meted 
out for violation of regulations to agents as compared with companies, 
we see no reason why companies should not have been more severely 
punished than their agents. If the company accepts the money of the 
policyholder, from that day forward everything that the agent has 
done to obtain that money is the full responsibility of the company. 
There can be no diminution and no dilution of its responsibility. 
Therefore, it is our opinion that companies and agents are one before 
the law. While we deal with qualifications separately, it is only be- 
ee of station and it is not because there is any separation of 
identity. 
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This subcommittee is firmly of the opinion that the abuses disclosed 
in the European Command are the full responsibility of the companies 
involved. They have stemmed from lack of proper supervision of 
general and soliciting agents. Many of the companies who sell com- 
mercial life insurance to servicemen made it clear that one of the 
reasons why they did not operate extensively in the foreign field was 
precisely because they felt they could not maintain proper control 
over their agents. That is an explicit affirmation of the subcom- 
mittee’s conclusion that proper company supervision of agents is the 
key to sound regulation of commercial life insurance sales. 


THE ALLOTMENT PRIVILEGE 


We have considered possible curtailment of class E allotment priv- 
ileges which authorize deduction from pay of life-insurance premiums. 
In Europe, the testimony shows, allotment blanks were freely used 
without much of any supervision. In a report of January 3, 1955, by 
our predecessor subcommittee, most of the abuses and violation of 
professional ethics had a direct relationship with the high rate of 
lapsation. That opinion was confirmed again in a survey conducted 
on March 28, 1955, by the European Army Command (p. 357). 
There, violations of regulations were directly traceable from a high 
rateoflapsation. Itwasfound that the United Life Insurance Company 
of America, of Houston, Tex., had a lapsation of 25 out of 44 allot- 
ments on policies. An I nspector General’s investigation showed that 
violations of the regulations resulted in these excessive forfeitures. 

The agents responsible were banned, but the company was only 
suspended for 3 months. We think the company had a greater re- 
sponsibiJity and should have been more adequately dealt with. It 
was just too easy to escape responsibility for supervision. 

Proper regulations and observance of regulations in the use of the 
allotment form are essential to maintain a satisfactory standard of 
ethics in the sale of commercial life insurance under military license. 

The allotment has salutary and useful purposes. It is a means 
whereby the annual rate of premium can be availed of while paying 
on the installment plan. By reason of timely payment, the insured 
receives the benefit of a total annual rate, less than what would nor- 
mally be acceptable for installment payments. 

In the case of career personnel, or personnel temporarily serving 
and owning existing life-insurance policies, or personnel desiring to 
build a life-insurance estate while in the service, frequent movement 
of units could cause the insured to lose many substantial rights for 
failure to remit promptly at the time required. The allotment system 
prevents such forfeitures. 

It has substantial advantages to the insured. It is a ‘fringe benefit” 
afforded by the Government to make movements within the service 
less onerous and to prevent the financial loss resulting from inability 
to meet payments on time. The limited benefit to companies is, 
therefore, subordinate. 

After a full hearing of the pros and cons, the subcommittee is of 
the opinion that the allotment system for payment of commercial 
life-insurance premiums by military personnel should not be dis- 
continued. That does not mean, however, that further regulation is 
not needed. 
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These things appear to us to be required: 

Allotment blanks should not be in the hands of agents. It 
is not enough to proscribe overprinting names of the companies. 
The serviceman should be required to sign his allotment form 
out of the presence of any agent and after he will have had the 
advice of an insurance officer and fully understands the obligation 
which he assumes and the purpose for which he is permitting 
deductions from his pay. 

2. At the time of signing there should be furnished to that 
officer, and in turn by him to the insured, a copy of the state- 
ment which the agent is required to make out as prescribed in 
subsection N of paragraph 3 of the regulations. 

These requirements are not onerous. However, they will prevent 
impetuous or casual assumption of allotment payments by service- 
men inadequately informed: first, on what they were assuming and, 
second, on their rights and obligations. Officers of the United States 
Military Establishment can perform this function; and it should be a 
matter of arrangement between the finance officer and the service- 
man without the intervention or pressure of persons interested in the 
money involved. 


LICENSING REQUIREMENTS FOR AGENTS AND COMPANIES 


This subject divides itself into two parts: first, with respect to con- 
tinental United States and, second, with respect to overseas installa- 
tions. 

Following the report of January 3, 1955, by our predecessor sub- 
committee, the Department of Defense conducted a survey among 
theater commanders in continental and overseas commands, concern- 
ing regulations and their abuse. 

As it stands now, a company or agent licensed in any State is per- 
mitted to sell on continental reservations where the United States has 
“exclusive” jurisdiction. But the agent’s license, from any one of the 
States or Territories (not neces sarily the State or Territory in which 
the company is licensed) is the only qualification required for mili- 
tary license. We think this inadequate. The agent of a company 
should be licensed and qualified by the State in which his company is 
licensed and qualified to do business. As we have pointed out earlier, 
they are identical; they should be one in this qualification standard. 

It is clear to us from all of the evidence and from all of the dis- 
cussions that the Department of Defense should return to its require- 
ment of 1943 (rescinded in 1946) that, within continental United 
States, companies and agents should be qualified by the insurance 
commission of the State in which they sell insurance. 

On the record we have found no reason why this is not entirely 
feasible. It does not appear to us that the cost of qualifying and 
establishing agents’ or company qualifications is either burdensome 
or excessive, for the privilege which is sought to be enjoyed. We 
perceive no distinction between the protection owed a citizen by 
State, even a temporary resident, whether he be in uniform or civilian 
clothes. 

While the regulations themselves refer only to areas over which the 
United States has ‘‘exclusive’”’ jurisdiction, they do make State regula- 
tion of companies and agents required where there is “concurrent” 
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jursidiction. In many, if not most large reservations, there is a mix- 
ture of “exclusive” and “concurrent” jurisdiction. It is unfair and 
unwise to differentiate between the two, certainly with respect to 
insurance. Only an insurance commissioner, accompanied by a 
surveyor, could tell where the breach occurred. 

If, on a reservation of “concurrent” jurisdiction, State regulation 
of sales is required of company and agent, there is little excuse for 
not requiring that same regulation on property over which the United 
States has acquired ‘‘exclusive’’ jurisdiction 

An examination of the record shows that even the few companies 
protesting State regulation present very shallow arguments. These 
opponents of State “regulation happen also to be largely made up of 
those companies responsible for the abuses occurring in the European 
Command. The testimony and evidence before us is that the cost of 
qualifying agents and companies within any of the 48 States or Terri- 
tories, is an insignificant financial obligation. The resistance, there- 
fore, to State regulation cannot be place ed upon financial gr ounds. By 
a statement of their own counsel, it is represented that with few excep- 
tions each could qualify under the laws of the 48 States (p. 488). If 
they possess the necessary qualifications but are unwilling to accede 
to State regulations and supervision, then their protest does not have 
much significance. In fact, it gives rise to the implication that per- 
haps it is the fear of State regulations and the desire to run “footloose 
and fancy free” that is the more impelling reason for opposing State 
regulations. 

All the evidence considered, we think that, within continental United 
States, a return to the system of State regulations and licensing of 
companies and agents is required immediately. 

With respect to the forces in foreign countries, the problem is 
different. In Europe we found agents licensed in one State and com- 
panies in another, all qualifying and licensed under the ‘‘exception”’ 
provided in paragraph 2 of the regulations. We found that the exami- 
nation and qualifications of agents was largely a fake. The testimony 
before us, our own business experience and all of the literature of the 
profession relating to insurance, demonstrates that insurance is an 
intricate and complicated business. It is not something that is picked 
up out of a table of rates or a mass of fine print in policies. Likewise, 
it requires a high code of ethics plus sound and mature business judg- 
ment. 

There are a variety of policies and plans of insurance contracts 
which may be had. Those plans and policies should be tailored to fit 
the needs of the policyholder rather than the purse of the agent or 
company. That requires a knowledge of sound underwriting. It is 
not acquired from reading a few pamphlets and a rate book, then being 
turned loose with an exhortation to write a prescribed volume of in- 
surance and win the company pin for performance at the next agency 
meeting. 

It is “agent? s and company’s responsibility to sell a policy suited to 
the policyholder. That is why the supervision of an agent by his 
company, is a company responsibility. In our opinion, it requires the 
highest degree of conscientious supervision by the company. 

‘We are of the opinion that a minimum of 1 year’s successful sales 
in continental United States certified to by a qualified company and 
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the insurance commission of the State in which the agent has sold, is 
the minimum requirement for qualification of agents overseas. 

We recognize the difficulty of maintaining supervision in the farflung 
operations of an overseas command; and we recognize, as a great many 
of the companies do, the difficulty of maintaining satisfactory super- 
visory agents in those areas. Therefore, it is our opinion, substan- 
tiated by the proof in the investigation of our predecessory subcom- 
mittee and our own investigation, that a higher degree of ability, 
because of the less direct supervision, is required of agents permitted 
to be licensed overseas. 


REGULATION OF COMPANIES OVERSEAS 


Paragraph 2 (b) of the Department of Army Regulation 600-101 
(see appendix B) vests the responsibility for licensing of agents and 
companies in the commanding officer of the installation concerned 
upon the criteria and guide set up in the regulation. 

Among the criteria is one on financial standards in section 3 (a) 
which requires conformance to an evaluation method, minimum cash, 
and nonforfeiture values recommended by the National Association 
of Insurance Commissioners. All of this requires technical and pro- 
fessional judgment on the part of the commanding officer or his 
designee. 

To place such a duty upon a military field commander is, we think, 
an abdication of responsibility by the Department of Defense. It 
follows too literally “(Rule 4—Pass the buck and always downward,” 
to the point where a commander overseas, with military mission of 
consuming importance, requiring absorbing attention to detail and 
the welfare of his men, is weighed down with the added burden and 
responsibility of having to make financial and actuarial analyses of 
insurance companies. He is a local insurance commissioner, with 
none of the facilities to do that job. 

It is an imposition upon a commander in the field charged with the 
care, discipline, training, and alertness of his command as a primary 
requisite. The Association of Insurance Commissioners has offered 
before our subcommittee to place at the disposal of the Defense De- 
partment an advisory committee, with experience and continuing 
availability of current actuarial and financial information. By this 
means the Department of Defense and the overseas commander will 
have available the expert advice of disinterested and informed advisers, 
instead of being required to pick his adviser casually from among his 
officers. It is our recommendation that the Secretary of Defense 
accept promptly the offer of the Association of Insurance Commis- 
sioners, and that there should be appointed a board of five commis- 
sioners, chosen from among the States and Territories rotated at 
annual intervals, to ease the burden and insure impartial judgments. 
This advisory committee should receive the applications and certify 
the qualifications, financial and otherwise, of companies desiring to 
do business at overseas installations and should periodically review 
their financial condition and underwriting policies. A commander 
overseas should then be authorized to license any company which 
this advisory committee certifies as qualified. 

It seems to us that that is the minimum the Department of Defense 
owes to an overseas commander, and it is the minimum that companies 
should insist upon for their own protection. 
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Since this offer has been made, we feel that it should be promptly 
and gratefully accepted and fully implemented so that there will be 
a certified list upon which an overseas commander can rely. 

However, we agree with General McAuliffe that at least 5 years’ 
successful operations by an insurance company in continental United 
States even on a small scale is the minimum within which to dem- 
onstrate the competence, capacity, and stability of its management 
organization. 

We have placed great emphasis upon the responsibilities of com- 
panies in this report. We insist that companies assume full responsi- 
bility for infractions of their agents, not as a matter of punishment 
but as a matter of e mphasizing the importance and the duty which is 
theirs to properly supervise their respresentatives. That being the 
case, and recognizing the difficulties of supervision in remote areas, 
an organization should have demonstrated over a continuous period 
of 5 years that it has the managerial capacity and experience to 
supervise its organization at a distance. 


VENUE BY CONTRACT 


We have considered a suggestion that life-insurance companies in 
their contracts with servicemen consent to be sued in the State of 
residence of the insured on any matters relating to the insurance con- 
tract. The larger companies deprecate the usefulness of this provi- 
sion. But their statements on the subject are largely academic, since 
most of them are licensed in all of the States. There are, however, a 
number of companies who do not operate in all 48 States. Many of 
them operate only in 8 or 10. Most of these companies agree with 
this suggestion. Likewise, the Texas companies, through their coun- 
sel, supported the suggestion. 

We will not propose at this time that this provision be adopted as 
a condition for military licensing, but we do suggest to life-insurance 
companies that it would be a desirable and, we think, attractive 
feature with which to instill confidence in the insured, especially from 
small but sound companies not afraid to test their contracts or their 
agents’ representations anywhere. 

At a later time, after our present recommendations have been placed 
in operation, we will have occasion to review the performance records; 
then we may have occasion to revert to this subject. At the moment 
it does not seem imperative. 

SUMMARY 


Printed as appendixes to this report are the Department of Defense 
directive and Army regulation herein referred to. 

The subcommittee desires to express its appreciation to the many 
associations and individuals who have contributed of their time and 
experience in a discussion of this subject. It is the desire of the sub- 
committee in following out the democratic process to bring to bear 
upon the problems confronting it the composite views and the cross- 
sectional interest of everyone interested. 

Our recommendations, which follow, are a reasoned choice, we feel, 
from the best of the information and opinions presented to us. It is 
not to be expected that they will satisfy everyone in each detail. It 
is to be hoped that they will remove the stigma which has been placed 
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upon the business of selling commercial life insurance overseas and at 
home by reason of laxity, abuses, and misconduct of agents and com- 
panies; and that from the use of our recommendations may come a 
standard of conduct and record of performance which will be a credit to 
the companies involved, and to the military charzed with supervision. | 

The subcommittee makes the following recommendations: | 

1. That the Department of Defense Regulations be amended to 
provide that any agent and any company, to be licensed to do business 
on a military reservation of the U nited States, shall, as a prerequisite, | | 
possess a license from the State in which the military reservation is al 
situated, whether in State or Territory, on which it is proposed to 
undertake the sale of commercial life insurance. 

2. At overseas installations, it is recommended that no agent be 
licensed until he will have had 1 year’s satisfactory experience attested 
by the insurance commissioner of his State or Territory and by the | 
company or companies he has represented; and then, when licensed 
abroad, he shall likewise be qualified and licensed in the State in i 
which the company for whom he is authorized to sell is licensed or 
chartered. \ 

As to life-insurance companies, it is recommended that a board 
of five commissioners, chosen from among the State and Territorial 
commissioners and rotated annually, be constituted an advisory com- 
mittee to certify to the qualifications of companies desiring to do 
business in overseas commands. 

4. We recommend that life-insurance companies qualified in a 
limited number of States consider the advantage of agreeing to 
venue in the courts of the State of residence of their insured. While 
the subcommittee does not insist upon this as a qualification, it does 
call attention to the confidence which such a provision w ould i inspire. 

5. While we do not recommend that the use of the allotment sys- 
tem be discontinued, we do recommend that, as detailed in this report, 
proper safeguards be placed upon its use so that a serviceman may 
invoke this privilege free of pressure or influence from any source. 

6. We recommend that in the enforcement of the regulations that 
companies and agents be treated alike, and that the punishment of 
companies be just as severe as that exacted of its agent. If the 
privilege of selling life insurance is worth anything at all, it is worth 
as a price the highest degree of integrity and responsibility. 

Respectfully, 

F. Epwarp H&sert, Chairman. 
Overton Brooks. p 
L. MenpgEL Rivers. 
QO. C. FisHer. | 
Porter Harpy, Jr. 
Grorce P. MILierR 
WituiaM E. Hess. 
Leon H. Gavin. | 
Paut CUNNINGHAM. 

Wiuuram H. Bares. 

Cuarues P. NELSON. | 


Date: August 22, 1955. 
Approved: August 30, 1955. 
Cart Vinson, Chairman, Armed Services Committee. 














APPENDIXES 


APPENDIX A 
19 December 1951 
Number 1344.1 


DEPARTMENT OF DEFENSE DIRECTIVE 


Washington 25, D. C. 
Title: Personnel. 
Subtitle: Personal Affairs (Mil). 


Number: 110.19-1 Solicitation of Commercial Life Insurance on Military 
Installations. 
I. GENERAL 


The control of the activities of dealers or triies n21 or their agents on a mili- 
tary installation is a responsibility of the com niiier of that installation. 


II. LIFE INSURANCE 


The minimum control which will be exercised over solicitation by life-insurance 
agents is as follows: 

a, Although commanders of installations over ‘vhich exclusive jurisdiction 
has been ceded to the United States may permit solicitation of commercial 
life insurance on their installations if bot the company and its agents are 
licensed in any state or the District of Columia, i1 those cases where the 
state has retained exclusive or concurrent juris liction over the installation, 
the company and the agents must qualify under the laws of that state prior 
to soliciting business on the installation. 

b. There will be no solicitation of recruits or of basie trainees. 

c. There will be no solicitation of personnel being processed at ports of 
embarkation except by written appointment. 

d, There will be no mass solicitation at formations or captive audiences, 

e. There will be no solicitation which will int»rf>r> with military duty. 

f. No emoluments will be offered to or ace »pt:d by military or civilian 
personnel employed by a military d partment to facilitat> transactions. 

g. Commanders will regulate solicitation within their commands avoiding 
discriminatory practices. 

h. The official use of allotment authorization forms reproduced by a non- 
Federal agency or any official form baring an unauthoriz2d overprint is pro- 
hibited. Personnel officers and disbursing officers will not certify any such 
forms. 

III, REPORTS 


A commanding officer may ban any ag»nt from his command because of viola- 
tion of his regulations. When such action is tak»n, the commanding officer will 
cooperate with state officials where the state has exclusive or concurrent jurisdic- 
tion over the installation. When the Unit:d Stat»s has exclusive jurisdiction, the 
commanding officer will make a report to the military d :partm»nt concerned set- 
ting forth all of tne factors upon which his d>cision to ban the agent was based. 
The department concerned will insure that a complete investigation has been 
made. In the event that the d>partment finally d:tormines that the agent in 
question was involved in fraudulent, unethical, or other conduct harmful to the 
best interests of the military personnel, the d»partment may determine to ban 
such agent from all installations within its control. When the dspartment con- 
cerned determines that an agent should be banned from soliciting on all of its 
installations, it will furnish the facts and a statem»nt of its intended action to the 
other military d*partments. Final action banning an agent from a military in- 
stallation by a department should not be taken until an opportunity is afforded 
the agent involved to be heard whenever possible. Each military department 
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which determines that an agent will be so banned will notify the insurance com- 
missioner of the State of domicile of the company involved. 
ANNA M. ROosENBERG, 
Assistant Secretary of Defense 
(Manpower and Personnel), 


(meet 
APPENDIX A-1 
DEPARTMENT OF DEFENSE DIRECTIVES SYSTEM TRANSMITTAL 


Number: 139. 

Date: 29 May 1953. 
Distribution: 1,300. 
Attachments: None. 


INSTRUCTIONS FOR RECIPIENTS 


This transmittal provides for pen changes to Directive 1344.1, Solicitation of 
Commercial Life Insurance on Military Installations, 19 December 1951. 
On page 1, paragraph II a, change the paragraph to read: 

“Commanders of military installations over which exclusive jurisdiction 
has been ceded to the United States will permit solicitation of commercial 
life insurance on their installations if both the company and its agents are 
licensed in any State or the District of Columbia. In those cases where the 
State has retained exclusive or concurrent jurisdiction over the installation, 
the company and the agents must qualify under the laws of that State prior 
to soliciting business on the installation.” 


Directives Section, OSD 
SD Form 106-1—1 Apr 53 





APPENDIX A-—2 


ASSISTANT SECRETARY OF DEFENSE, 
Washington 25, D. C., May 27, 1983. 
Memorandum for: The Secretary of the Army. 
The Secretary of the Navy. 
The Secretary of the Air Force. 
Subject: Solicitation of commercial life insurance on military installations. 


I, REFERENCE 


Department of Defense directive dated December 19, 1951, subject as above, 
No. 1344.1. 
II. PURPOSE 


The purpose of this memorandum is to provide background on this subject, to 
clarify the reference directive, and to provide additional guidance in order to 
insure maximum protection for service personnel. 


III. BACKGROUND 


_ Reports from many sources indicate that the Department of Defense directive 
dated December 19, 1951, subject as above, and the implementation thereof by 
the military departments has not adequately protected military personnel in the 
matter of solicitation of commercial life insurance on military installations. As 
& consequence, the supervision of the solicitation of life insurance on military 
installations has been severely criticized. 

Numerous suggestions have been received regarding changes which would, in 
the opinion of their authors, more fully protect service personnel. The following 
suggestions have been offered: 

(a) To require that both the companies and the agents soliciting on mili- 
tary reservations be licensed by the State in which the installation is located 
regardless of whether or not all rights have been ceded by the State in ques- 
tion to the Federal Government. 

(b) That the solicitation of commercial life insurance should be banned on 
all military installations. 
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(c) That the present directive and service regulations should be strength- 
ened and/or supplemented. 

Insofar as State licensing is concerned, after long and deliberate consideration, 
it was concluded that this course of action is not acceptable as it will not accom- 
plish the basic objective of this office, i. e.. insure the maximum protection for the 
uniformed personnel of the military departments regardless of where they may be 
located in this country or abroad. 

If it is decided to completely ban the solicitation of commercial life insurance 
on certain military installations in order to fully protect military personnel, this 
decision must be arrived at only after every reasonable effort has been made to 
accomplish this result by less stringent means. The principal purpose of this 
memorandum is to strengthen and tighten up the administration of the method of 
supervising solicitation of commercial life insurance on military installations. 

A further purpose of this memorandum is to require reports as prescribed in 
paragraph VIII so that in the event such abuses occur in spite of the additional 
safeguards set forth in this memorandum, so as to warrant the complete banning 
of solicitation of commercial life insurance on certain military installations, there 


will be available a compilation of authentic factual data to support such action. 


IV. COMPLAINTS 


A study of complaints received by this office during the past year includes the 


following: 

(a) a commanding officers are not fully cognizant of their responsibilities 
in this matter. In the vast majority of complaints received, policies have been 
misrepresented by agents when commanding officers or qualified insurance officers 


could have, upon examination of the policy, informed the servicemen of the true 
facts of the case. 


(6) A large percent of all complaints received concerned policies which are 
known in the insurance profession as “coupon policies.” While there are, no 
doubt, some acceptable policies of this type sold, some of the coupon policies sold 
on military installations over which exclusive jurisdiction has been ceded to the 
United States could not have been sold in many States as they do not comply 
with the insurance laws thereof. 

(c) Many complaints registered concerned policies which would not conform 
to the minimums established by the standard valuation and nonforfeiture laws, 
commonly called the Guertin laws, which have been adopted by the majority 
of the States. 

(d) Numerous accusations concerning misrepresentation by the agent have 
been made by individuals who purchased what amounts to an annuity with what 
is commonly referred to as ‘“‘an added life-insurance clause’”’ which does not become 
effective until after a stated number of years. 

(e) A large percent of complaints received have been from individuals who pur- 
chased their policies during basic training. In some cases these individuals have 
not been fully briefed regarding Government benefits. 

f. Policies have been sold on military reservations where the principal death 
benefit was not equal to the face value of the policy and the conditions under 
which the death benefit would be less were buried in the printed matter to the 
extent that the average individual was easily misled into believing that the death 
benefit was equal to the face value. 

g. Trouble has been encountered regarding certain dividend illustrations repre- 
sented as dividend guaranties rather than estimates. 

h. In many cases individuals have applied for policies when they had no 
tangible evidence of the type of policy applied for, the amount of insurance, and 
the amount of the premium. 

i. Service personnel on active duty have directly or indirectly represented 
commercial life-insurance companies. 

j. The names of certain life-insurance companies are very similar to the national 
service life insurance of the Veterans’ Administration and individuals have'believed 
these insurance companies to be Government sponsored or approved. 


V. CLARIFICATION OF REFERENCED DIRECTIVE 


Paragraph II a of the reference directive will apply to all four military services 
for the reasons as set forth in paragraph III of this memorandum and is hereby 
corrected to read as follows: 

“Commanders of military installations over which exclusive jurisdiction 
has been ceded to the United States will permit solicitation of commercial 
life insurance on their installations if both the company and its agents are 
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licensed in any State or the District of Columbia. In those cases where 
the State has retained exclusive or concurrent jurisdiction over the installa- 
tion, the company and the agents must qualify under the laws of that State 
prior to soliciting business on the installation.” 


VI. MINIMUM REQUIREMENTS FOR LIFE-INSURANCE COMPANIES AND THEIR AGENTS 


The minimum requirements for life-insurance policies offered by insurance 
companies and their agents soliciting military service personnel on all military 
installations will be as follows: 

a. Commanding officers of all installations will require that life-insurance 
policies offered to military-service personnel on installations have reserves at 
least equal to those produced by the commissioners’ reserve valuation method 
as defined in the standard valuation law when calculated according to the com- 
missioners’ 1941 standard ordinary mortality table with interest at a rate not in 
excess of 3% percent per annum. Such policies must provide cash and non- 
forfeiture values at least equal to the minimum values required by the standard 
nonforfeiture law as approved by the National Association of Insurance Com- 
missioners at its December 194? meeting, and, further, must comply with the 
interpretations of the working committee on standard nonforfeiture and valuation 
laws to life insurance committee, National Association of Insurance Commis- 
sioners, commonly known as the Hooker committee. 

b. The existence of exclusion or restrictive clauses or provisions of the follow- 
ing will be plainly indicated on the face of the policy: War Clauses, Geographic 
Limitations, Aviation Exclusion Provisions. This may be accomplished by the 
means of a rubber stamp. 

c. All companies selling participating policies must clearly indicate on all 
literature referring to dividends that the dividends are estimates and not 
guaranteed. 

a. Life-insurance agents must leave with the applicant and the unit insurance 
officer information regarding the policy applied for indicating: 

Name and address of company. 

Name and address of agent. 

Type of policy. 

Amount of life insurance. 

Premium, 

Death benefit, guaranteed cash value, extended insurance, pure endow- 
ment (it any) at the end of the Ist to 5th years inclusive and the 10th, 
15th and 20th years. 

List of all exclusion provisions which might be incorporated in the policy 
such as War, Aviation, etc. 
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VII. MINIMUM REQUIREMENTS FOR COMMANDING OFFICERS 


a. Commanding officers will be made cognizant of their responsibilities in con- 
nection with the solicitation of commercial life insurance on military installations 
and will actively supervise the activities of their insurance officers. 

b. Memorandum this office to the Secretary of the Army dated February 9, 
1952, subject: ‘Solicitation of Commercial Life Insurance on Military Installa- 
tions,’”’ is hereby rescinded. In the future the solicitation of commercial life 
insurance from individuals undergoing basic training will be prohibited during 
the entire period of basic training. 

(c) No member of the Armed Forces on active duty will represent any com- 
mercial insurance company or person for the solicitation or sale of insurance on any 
installation with or without compensation. 

(d) Commanding officers will require all companies authorized to offer life 
insurance to military personnel on their reservations to submit a notarized letter 
signed by the president or vice president of said company, listing all policies 
together with their form numbers and a statement that only the policies listed are 
to be offered on such military installations and that such policies comply with 
paragraph No. 6 of this memorandum. It is believed requiring such letters to be 
notarized will help insure against forgery. 


VIII. REPORTS 


It is desired that this office be furnished a consolidated report every second 
month, setting forth in sufficient detail any abuses concerning life insurance that 
came to the attention of the commanding officers of the installations of the several 
services during the 2 previous calendar months. The first report covering the 
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months of July and August will be forwarded so as to reach this office not later than 
the 25th of September. Subsequent reports, each covering a 2-month period, 
will be forwarded on a similar schedule. Negative reports are not required but 
care should be exercised to insure that all abuses are reported. If adequate pro- 
tection for service personnel is not obtained by this course of action the Depart- 
ment of Defense will be forced to further consider the banning of the solicitation of 
commercial life insurance on all military installations. The reports from the field 
will be used as documentary evidence to justify this action if it is determined to 
be necessary. 

The Department of Defense directive, subject: ‘Solicitation of Commercial 
Life Insurance on Military Installations,’? dated December 19, 1951, and this 
memorandum will apply to the continental United States, its Territories and 
military bases overseas. 

The military departments should advise commanders to take full advantage of 
the expert knowledge and experience of the local State insurance commissioners. 
Similarly, guidance should be sought from reliable insurance experts in their 
vicinity, as well as local business bureaus. It is the opinion of this office that such 
a should be sought from a local level rather than a departmental or national 
evel. 

It is desired that service regulations and/or circulars implementing the Depart- 
ment of Defense directive and this memorandum be forwarded so as to reach this 
office not later than 60 days from the date of this memorandum. 


IX. EFFECTIVE DATE 
Except for the reports called for in paragraph VIII, the provisions of this memo- 


randum will become effective 90 days from the date of issuance. 


JOHN A. HANNAH, 
Assistant Secretary of Defense 
(Manpower and Personnel). 


APPENDIX B! 
*AR 600-101 


ARMY ao DEPARTMENT OF THE ARMY 
No. 600-101 WasHINGTON 25, D. C., 31 July 1958 
PERSONNEL 


CoMMERCIAL LIFE INSURANCE SOLICITATION 
Effective 24 August 1953 


Paragraph 
SP a a a Baas di ler ca ea cin el ae bia 1 
DEINEE . tic atAs dab ihoh bn ddabcnanmerbieadidscdeemidada Races cedeeatisheaatcemudbadkadsbskasdaknneione 2 
ee ee siidg night maialealtaksdudtamaaieanitins eae dentieka sitiee iaiatic adie taubiainionds Siw nttinada 3 
EL, icin dtthsanasnashtastaanscethdeeagibwesenwatic scaretnisdGdiggutig ak beatae 0 ie cs papular 4 
I he cas caccccsnvativesass natuhidbusstdidedatatonccyadisstinduah ub aveus bebhtnboubbanended 5 


1. Purpose.—These regulations prescribe uniform policy and procedures in 
connection with the solicitation of commercial life insurance to military per- 
sonnel on Army installations and separate activities (hereinafter referred to as 
installations) worldwide. 

2. Policy.—a. Any commercial life insurance company and its agents, if both 
are duly licensed in any State or in the District of Columbia, will be permitted to 
solicit business on any Army installation, exclusive jurisdiction over which has 
been ceded to the United States. When the State in which the installation is 
located has retained exclusive or concurrent jurisdiction over such installation, 
a commercial life insurance company and its agents must qualify under the laws 
of that State prior to transacting business on the installation. 

b. Outside the continental United States, the commanding officer of the in- 
stallation concerned, using the criteria set forth herein as a guide, shall deter- 
mine the authority and qualifications of such companies and agents in accordance 
with any applicable pacts, treaties, or agreements, and any applicable laws of the 
jurisdiction wherein an installation may be located prior to granting permission 
for the solicitation of insurance on the installation. 


1 This regulation implements Department of Defense Directive 1344.1 dated 19 December 1951 and 
Department of Defense memorandum dated May 27, 1953. 
*T hese regulations supersede SR 600-100-3, 17 April 1952. 
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c. Commanders of installations, wherein classified operations are being con- 
ducted, or for other cogent security reasons, may prohibit solicitation in any or 
all areas of their respective installations when deemed to be in the best interest 
of the national security. 

3. Control.—The control of the solicitation of commercial life insurance on an 
Army installation is the responsibility of the commander of that installation. 
The minimum control which will be exercised by installation commanders over 
such solicitation is as follows: 

a. Commanding officers of all installations will require that life insurance 
policies offered to military service personnel on installations have resorves at 
least equal to those produced by the Commissioners Reserve Valuation Method 
as defined in the Standard Valuation Law when calculated according to the Com- 
missioners 1941 Standard Ordinary Mortality Table, with interest at a rate not 
in excess of 3% percent per annum. Such policies must provide cash and non- 
forfeiture values at least equal to the minimum values required by the Standard 
Nonforfeiture Law, as approved by the National Association of Insurance Com- 
missioners, and must comply with the interpretations of the “working committee 
on Standard Nonforfeiture and Valuation Laws to Life Insurance Committee, 
National Association of Insurance Commissioners,’ commonly known as the 
Hooker Conimittee. 

b. Commanding officers of installations concerned will require all companies 
authorized to offer life insurance to military personnel on their reservations to 
submit a notarized letter signed by the president or vice president of said com- 
pany, listing all policies, together with their form numbers and a statement that 
only the policies listed are to be offered on such military installations and that 
such policies comply with a above. 

c. Agents applying for permission to solicit will be required to furnish a nota- 
rized letter, signed by an authorized official of the company, indicating that the 
agent is authorized to solicit for that company, and that the company assumes 
full responsibility for the actions of its agents. 

d. No solicitation of personnel will be permitted during enlistment or induction 
processing, while undergoing basic training, or at ports of embarkation. 

No formations will be required or permitted to facilitate the sale of com- 
mercial life insurance. Solicitation will be on an individual basis, preferably by 
appointment only, and in such a manner as not to interfere with any military 
duty. 

f. No financial benefit or other valuable consideration will be offered (or 
accepted by) military or civilian personnel by representatives of commercial 
life insurance companies to facilitate life insurance transactions. This does not 
include advertising material, such as pens, pencils, wallets, notebooks, etc., 
normally with a value of tess than $1. 

g. Under no circumstances will commercial life insurance agents be utilized for 
talks on insurance or Government benefits. 

h. The official use of allotment authorization forms reproduced by a@ non- 
Federal agency or any official form bearing an unauthorized overprint is pro- 
hibited. Personnel officers and disbursing officers will not certify any such 
forms. All authorization granted by The Adjutant General for reproduction 
or overprinting have been withdrawn. 

No member of the Armed Forces on active duty or Department of the Army 
civilian employee will represont any commercial insurance company or person for 
the solicitation or sale of insurance to military personnel on any installation with 
or without compensation. 

j. Those commanders concerned will regulate solicitations within their com- 
mands, avoiding discriminatory practices. Commanders and insurance officers 
are urged to seek guidance concerning the types of policies which should be 
authorized for sale on their installations, and other insurance matters, by utiliz- 
ing the services of local better business bureaus, the chamber of commerce, local 
associations of life insurance agents and companies, State insurance commis- 
sions, and other commercial organizations. Extreme caution is to be exercised 
when granting permission for a policy to be sold on an installation, so as not to 
convey the idea that such policy bears an official approval. 

k. An officer familiar with insurance matters will discuss commercial policies 
with enlisted military personnel prior to their signing allotments initiated to 
pay premiums thereon. Discussions will include the overall financial obligations 
of the enlisted military personnel, a brief review of Government benefits to 
survivors of military personnel, as well as the coverage of the policies i in question, 

l. The existence of exclusion or restrictive clauses or provisions of the follow- 
ing nature will be plainly indicated on the face of the policy: war clauses, geo- 
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graphic limitations, and aviation exclusion provisions. This may be accom- 
plished by the means of a rubber stamp. 

m. All companies selling participating policies must clearly indicate on all 
literature referring to dividends that the dividends are estimates and not guar- 
anteed. 

n. Installation commanders will require that life insurance agents leave with 
the applicant and the unit insurance officer information regarding the policy 
applied for by indicating: ‘ 

(1) Name and address of company. 

(2) Name and address of agent. 

(3) Type of policy. 

(4) Amount of life insurance. 

(5) Full name of person insured. 

(6) Premium. 

(7) Death benefit, guaranteed cash value, extended insurance, pure endow- 
ment (if any) at the end of the first to fifth years, inclusive, and the 
tenth, fifteenth, and twentieth years. 

(8) ‘List of all exclusion provisions which might be incorporated in the 
policy, such as war, aviation, etc. 

4. Precedures.—The procedures below will be followed in addition to those 
prescribed by installation commanders. 

a, All class E allotments for commercial life insurance, initiated by enlisted 
personnel, will be completed prior to signature and processed in accordance with 
SR 35-1900-1. Normally, the amount of an enlisted member’s pay allotted for 
insurance should not exceed 10 percent of his total pay. 

0, Premium payments on annuity policies (no life insurance involved) and on 
insurance policies on the life (lives) of the member’s family are not authorized 
to be made by allotment from the service membe~’s pay. 

c. In every case where Army enlisted military personnel submit allotment 
forms in favor of commercial life insurance companies, they will be oriented con- 
cerning such purchase by being required to read and sign a statement, substan- 
tially as follows, which will become a part of the member’s official 201 file: 

I fully understand that the Department of the Army does not favor, 
sponsor, or endorse any individual commercial life insurance company. I 
specifically understand that the filing of this allotment is merely a conven- 
ience afforded Army personnel, and does not constitute an approval by the 
Army of either the policy purchased or the company concerned. I further 
understand that the purchase of a life insurance contract, which involves the 
use of the allotment system for payment of premiums on such contract, is 
definitely a personal transaction between myself and the insurance company. 

I have been advised that there are certain benefits possibly available 
to survivors of service personnel, such as ‘‘Free’’ Indemnity (a form of in- 
surance), payment of six times the current monthly basic pay as a gratuity, 
payment of a monthly compensation by the Veterans Administration, and 
possible eligibility for Social Security Survivor Benefits, and benefits under 
laws administered by the Bureau of Employees Compensation for surviving 
dependents of certain Reserve Components Personnel. I further understand 
the valuable provisions of the Soldiers’ Deposit System, and the class B 
allotment system for the purchase of United States Savings Bonds. 

d. The above procedure will apply regardless of whether the transaction 
occurred on the installation, off the installation, or through the mails. 

5. Reporting.—a. Commanders concerned may ban any agent from soliciting 
life insurance within his command because of violations of his regulations. 
Whenever possible, the agent involved will be given an opportunity to be heard. 
The installation commander will notify The Adjutant General, Department of 
the Army, Washington 25, D. C., ATTN: AGAO-CC, through channels, setting 
forth all of the factors upon which his decision to ban the agent was based. 
When it is determined that the agent in question was involved in fraudulent 
or unethical conduct, misrepresentation, or any other type of undesirable prac- 
tice in connection with the solicitation of life insurance, not in the best interest 
of military personnel, the agent may be banned from soliciting life insurance 
on all installations under the control of the Department of the Army. When such 
action is appropriate, a statement of intended action will be furnished by the 
Department of the Army to the Department of Defense, to the other military 
departments, to the agent in question, to the company for whom the agent was 
authorized to solicit, and to the insurance commissioner or other parallel official 
of the State in which the company is located. 








526 SALE OF LIFE INSURANCE ON MILITARY RESERVATIONS 


b. Installation commanders may also ban any commercial life insurance com- 
pany from soliciting life insurance within their command for a period of 3 to 
6 months in the event of repeated and severe violations of their regulations by 
representatives of the company concerned. If practicable, final action banning 
& company will not be taken until the company has been afforded a hearing. 
When such action is deemed appropriate, the commander will notify The Ad- 
jutant General through channels, setting forth all the factors upon which his 
decision to ban che company was based. Action may then be taken by the Depart- 
ment of the Army to ban the company from soliciting life insurance on all installa-~ 
tions under the control of the Department of the Army. 

c. Procedures outlined in a and b above are exempt from reports control under 
paragraph 17af, AR 335-15. 

d. In addition to any notification submitted in compliance with the above 
subparagraphs, it is desired that a report, ‘Insurance Solicitation Abuses” (Re- 
ports Control Symbol CSGPA-356), be submitted every second month, setting 
forth any other instances which the installation commander determines to be 
abuses concerning commercial life insurance solicitation that have come to his 
attention during the two previous calendar months. This report will be dis- 
patched through channels to The Adjutant General not later than 5 days following 
the report period. Negative reports are not required. The initial report will be 
dispatched not later than 5 September 1953 and will include as much information 
as is readily available for the months of July and August 1953. It is imperative 
that due dates for submission of this report be met, inasmuch as the Department 
of the Army is directed to submit a consolidated report to the Office, Secretary 
of Defense not later than the 25th day of the month following the report period. 


[AG 019.1 (23 Jul 53) G1] 
By ORDER OF THE SECRETARY OF THE ARMY: 


J. LAWTON COLLINS, 
Chief of Staff, United States Army. 


OFFICIAL: 
WM. E. BERGIN, 
Major General, USA, 
The Adjutant General. 
DIsTRIBUTION: 











